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I N T R O D U C T I O N  

Over the past five decades, sub-national government units in most countries around the world have 
assumed some extent of decision-making authority (Cheema and Rondinelli 2007).1 This often occurs 
through devolution, a reform that typically involves the transfer of different government functions related 
to sectors, such as health, from the central government to sub-national units. Devolution often entails 
changes to public financial management (PFM) rules, systems, and processes. In parallel, countries have 
also initiated health financing reforms, such as expanding publicly managed health insurance, eliminating 
user fees, and introducing performance-based payments to move closer to the goal of achieving universal 
health coverage (UHC). While national governments exercise a high degree of control over the design of 
health financing reforms, their implementation in devolved contexts is heavily influenced by local politics, 
policies, and processes. Sub-national government units are often the main purchasers of primary health 
care (PHC) services, exercising considerable control over the funds flowing to public facilities, including 
from user fees or insurance reimbursements.  

Public funds lie at the heart of sustainable health financing policy for achieving UHC (Kutzin, Yip, and 
Cashin 2016). Globally, public financing accounted for approximately 60% of health spending in 2017 and 
increased faster than any other source of health expenditure over the preceding decade (World Health 
Organization 2019). Given public funding’s growing role, governments and development partners 
increasingly recognize the importance of PFM to effective, efficient, and equitable health spending (Cashin 
et al. 2017; Barroy et al. 2019). Therefore, devolution and related PFM reforms can affect how public funds 
are allocated, used, and reported in the health sector.  

The World Health Organization (WHO) and ThinkWell jointly developed a series of case studies to explore 
the implications of devolution for health financing, with a deep dive into PFM issues. The cases shed light 
on how health financing functions are organized within and impacted by each country’s devolved system of 
government. They also explore how devolution has shaped PFM processes in the health sector, including 
budget development, approval, execution, and accountability.  

This case study analyses health financing and health-related PFM processes in Uganda, a country with 
nearly 35 years of experience with decentralization. While the country has a strong institutional and policy 
framework outlining roles and responsibilities in a decentralized governance system, questions arise on 
whether the full potential of decentralization has been realized. 

 

M E T H O D O L O G Y  

ThinkWell and WHO jointly developed a set of questions to guide data collection in selected countries to 
answer the following overarching questions: 

‒ How are the three health financing functions— revenue raising, pooling, and purchasing—and 
related governance organized and affected by a devolved system of the government in a country?  

‒ What challenges related to devolved health financing exist, and how do these affect progress 
toward UHC? 

‒ How do PFM processes unfold across government levels, and what is the role of sub-national 
governments in allocating, spending, and reporting public funds for health?  

‒ What is the role of health facilities in PFM processes?  

 

1 The literature offers several typologies to distinguish between different forms of decentralization (devolution vs. de-
concentration, administrative, fiscal vs. political decentralization), which are discussed in a separate methodology document. 
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We conducted a desk review of existing literature and interviewed key stakeholders in Uganda. Using a 
thematic approach, we first reviewed key policy documents, including the 1995 Constitution of the 
Republic of Uganda, the 1997 Local Government (LG) Act, the 2015 Public Financial Management Act, 
annual budget performance reports, and a number of studies conducted on decentralization in Uganda 
identified through purposive sampling. Secondly, we conducted four key informant interviews with District 
Health Officers (DHO) and experienced researchers (Annex 1). 

 

C O U N T R Y  C O N T E X T  

During the colonial period, the British governed Uganda through the indirect rule of decentralized 
districts and quasi-federal kingdoms (Muhangi 2015; Green 2015). Appointed British District 
Commissioners oversaw local chiefs at the county, sub-county, parish, and village levels, who collected 
taxes and maintained law and order (Muhangi 2015; Green 2015). Districts were generally defined around 
ethnic groups in the country, and each was treated as an independent entity by the central government 
(Muhangi 2015). In addition to the districts, Uganda included five kingdoms with either a federal or semi-
federal relationship to the central government with decentralized powers of taxation, budgeting, planning, 
and service provision (Muhangi 2015). At the time of independence in 1962, Uganda consisted of 10 
districts, five kingdoms, and a special district of Karamoja in the northeast of the country (Muhangi 2015). 

Following independence in 1962, the new Ugandan Constitution continued the decentralized governance 
structures established under British rule (Muhangi 2015). Under the new ruling coalition of Milton Obote 
and the King of Buganda, Sir Edward Mutesa II, the decentralized districts, the federal Kingdom of Buganda, 
and the other four semi-federal kingdoms maintained their bureaucratic administrations. However, this 
unequal system of districts and kingdoms only lasted four years following clashes within the ruling coalition 
over the political freedoms for the Kingdom of Buganda (Green 2015). This conflict led to a military 
response in 1966, the exile of King Mutesa II, and the dissolution of all kingdoms as LGs (Green 2015). In 
1967, the government promulgated a new constitution, which established Uganda as a republic and 
centralized all powers in the national government. This completely dissolved the federal status of the 
kingdoms, reduced the powers of district assemblies, and split the country into 18 equal districts (Muhangi 
2015; Green 2015). In the subsequent 1967 Local Administration Act, district councils became agents and 
local administrators of the central government, which required approval for their budgets and plans 
(Muhangi 2015). Following a coup d’état in 1971 by General Idi Amin Dada, the 1967 Constitution was 
suspended, parliament was abolished, district councils dissolved, and the country was ruled by decree 
(Muhangi 2015). The country was organized into ten provinces that were headed by presidentially 
appointed governors, primarily drawn from the military. There was little to no citizen participation in the 
government administration (Muhangi 2015). 

Following the overthrow of General Amin in 1979, the government, again led by President Milton Obote, 
began to reorganize the local governance structures as envisioned under the 1967 Constitution (Muhangi 
2015). However, President Obote’s second ascendancy to the presidency only lasted four years when a 
brief military junta overthrew him in 1985. Soon afterward, an insurgency by the National Resistance Army, 
led by Yoweri Museveni, seized power in 1986, establishing a government through their political wing, the 
National Resistance Movement (NRM) (Muhangi 2015). When the NRM came to power, it inherited a highly 
centralized administrative structure maintained by previous successive regimes (Titeca 2021). As a political 
priority, the new government sought to expand their decentralized local Resistance Councils system that 
they had established in areas captured during their rebellion. This included local governance structures 
from the district to the village level, developed to encourage local participation and legitimize the rebellion 
(Muhangi 2015). The NRM saw this home-grown decentralization approach as a strategy to establish a no-
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party democratic system that would transform the country into a modern state (Muhangi 2015; Titeca 
2021). 

The NRM’s vision for a decentralized government in Uganda was formalized in the 1995 Constitution and 
the subsequent 1997 Local Government Act, giving districts the power to raise taxes, establish and 
execute budgets, and manage a local civil administration to deliver services (Muhangi 2015; Titeca 2021). 
In these reforms, the District Councils were the primary level of decentralized government led by an 
elected District Council and a District Chairperson (Muhangi 2015). The District Council served as the 
legislative arm of the local LG. Along with five council members of their choosing, the District Chairperson 
formed an Executive Committee to oversee the implementation of council policies (Muhangi 2015). The 
district civil service was headed by a Chief Administrative Officer (CAO), who was responsible for 
implementing council decisions and overseeing the performance of LG officials. As a civil servant, the CAO 
served as an employee of the District Council and, as with all local civil servants, was selected competitively 
by the District Service Commission (Muhangi 2015). The District Councils were connected to the national 
level through the Ministry of Local Government (MOLG) and the Local Government Finance Commission, as 
well as through a Resident District Commissioner (RDC), who represented the president and was not 
supposed to interfere in the operations of the District Councils (Muhangi 2015). Districts raised a 
substantial amount of their revenue, primarily through a graduated labor tax on all able-bodied, gainfully 
employed adults above the age of 18 (Titeca 2021). At the time, Uganda’s reforms were seen as the most 
ambitious and radical decentralization efforts in sub-Saharan Africa (Titeca 2021). 

The period of 2005-2006 was pivotal for decentralization in Uganda. Following a referendum in 2005, 
multi-party politics were reintroduced, increasing the competitive environment ahead of the 2006 elections 
when support for the NRM was declining (Titeca 2021). In response, the NRM government introduced 
several reforms to Uganda’s decentralized government system that effectively recentralized a significant 
amount of power in Kampala. These reforms included abolishing the graduated tax, which was widely 
unpopular but had been the primary source of revenue for districts. It was replaced by conditional grants 
from the central government that were strictly controlled in how they were to be spent. This directly 
affected the autonomy of LGs by orienting them toward the spending priorities identified by the central 
government. With little participation in the planning process, districts were reduced to being an 
administrative extension of the central government (Titeca 2021). 

In 2005, the Constitution was amended. Senior management in LGs (the CAOs, Deputy CAOs, and Town 
Clerks) were switched from being employees of District or Municipal Councils to being centrally 
appointed (Tidemand et al. 2017). The Ministry of Public Service was responsible for setting overall staffing 
structures, approving staffing requests, and setting pay scales (Tidemand et al. 2017). It also meant that the 
central government directly employed and paid key local leaders instead of their respective districts, 
weakening their accountability to elected district leaders and voters (Titeca 2021). Over time, the number 
of districts increased dramatically from the 30 that were in place when the NRM came to power in 1986 to 
135 as of 2021 (Figure 1). This further diluted each district’s power, as well as the finances available to 
them and their human resource capacity.  
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Source: Jordanwood et al. 2020 

Currently, Uganda is a presidential republic with a decentralized structure of LGs and administrative 
councils (Republic of Uganda 1995). There are 135 decentralized districts and municipalities subdivided into 
counties, sub-counties, parishes, and villages, with each district having at least one town council (Uganda 
Ministry of Local Government 2021). The governance structure also includes 30 municipalities which are 
divided into divisions, wards, and cells. At the county, parish/ward, and village level, the councils are not 
considered LGs but rather administrative committees with a more limited coordination role. LGs and 
administrative committees have been established at each level of the structure, as shown in Figure 2 
(Initiative for Social and Economic Rights 2018).   

 

 

 

 

 

 

 

 

 

 

Figure 1. Evolution of district creation in Uganda, 1990-2020 
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Sources: Initiative for Social and Economic Rights 2018; Lubega 2019; Republic of Uganda 1997  

Leadership in LGs is through both elected and centrally appointed positions. As detailed in Table 1, the 
District Chairperson is the highest elected LG official responsible for initiating and formulating policies in 
close cooperation with their five-person Executive Committee and the District Council. The RDCs are 
appointed by the Office of the President and are responsible for the district administration, d coordination, 
and inspection of ongoing activities (Republic of Uganda 1997; Lubega 2019). Reporting to the RDCs are the 
District Security Officers, who have corresponding figures at the sub-county and parish levels that operate 
under the guidance of the RDC using intelligence networks to ensure security and law and order. It is their 
responsibility to investigate alleged cases that could include, for example, health workers taking under-the-
table payments. The CAOs and their municipal equivalents, Town Clerks, are now appointed centrally by 
the MOLG and continue to be responsible for implementing planned and budgeted activities at the district 
level. The CAO also serves as the responsible Accounting Officer (AO) within Uganda’s budget process, 
accountable for implementing the district allocation in the national budget. Both the RDCs and the CAOs 
are posted to districts on a rotational basis, and as a result, they often base themselves in Kampala and visit 
their assigned locations (Green 2015).   
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Figure 2. Hierarchy of decentralized LG and administrative structures in Uganda 
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Sources: Initiative for Social and Economic Rights 2018; Lubega 2019; Republic of Uganda 1997  

 

H E A L T H  F I N A N C I N G  L A N D S C A P E  I N  T H E  C O N T E X T  O F  D E C E N T R A L I Z A T I O N    

Uganda’s health financing landscape is characterized by low government spending, strong but mostly off-
budget donor support, and high levels of private out-of-pocket expenditures (Figure 3). According to the 
latest national health accounts assessment, the Government of Uganda (GOU) contributed an estimated 
17.2% of the total health expenditure (THE) in 2019 (Uganda Ministry of Health 2021b). While the Ministry 
of Health (MOH) maintains a leadership role as steward of the health sector, de facto, it has direct decision-
making authority over a small portion of the overall resources spent on health. The percentage of the GOU 
budget spent on health has declined in recent years, dropping from a peak in 2007 of over 16% to 5.1% in 
the current 2020/21 budget year, yielding a current per capita expenditure of approximately USD$9.52 per 
capita (United Nations Children’s Fund [UNICEF] 2021). The country has been the recipient of generous 
donor support for many years; however, only an estimated 21% of donor funding is channeled on-budget, 
with the majority spent through development partners that engage and support at all levels of the system 
(Uganda MOH and UNICEF 2020). In total, donors supported an estimated 41.2% of THE in 2019. Private 
financing in the health sector was also estimated to be 41.2% of THE in 2019 and consists primarily of out-
of-pocket expenditures (Uganda MOH 2021b). Uganda has very low levels of private voluntary health 
insurance coverage (Uganda MOH 2021b). 

 

 

 

 

 

 

Position Appointment Role 

Mayor or District/Division 
Chairperson 

Elected by eligible district voters Policy initiation and formulation 

Municipal, District, or Division 
Executive Committee 

Appointed by the Mayor or 
District/Division Chairperson from within 
the Council 

Policy initiation and formulation, 
oversight of policies and 
programs, monitoring NGOs 

District Council Elected councilors represent lower LGs 
and special interest groups, with a 
speaker and deputy speaker chosen by 
council members through a secret ballot 

Exercise political and executive 
power to provide services and 
ensure implementation of 
government policy 

Resident District 
Commissioner 

Appointed centrally by the Office of the 
President and deployed to the LGs on a 
rotational basis 

Administration and coordination 
in the district, monitoring and 
inspecting activities of the LG 

Chief Administrative Officer Appointed centrally by the MOLG and 
then deployed to LGs on a rotational 
basis 

Head the district from a technical 
standpoint 

Table 1. Summary of roles of key LG leaders 
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Figure 3.  Financing Flows in Uganda  

 

Abbreviations: PBF = performance-based financing; PFNP = private not-for-profit PNFP; PHP = private health providers  
Sources: Authors’ depiction based on Uganda MOH 2018; 2021b; Uganda MOH and UNICEF 2020  

R E V E N U E  R A I S I N G  

Established by parliament in 1991, the Uganda Revenue Authority is a quasi-autonomous central 
government body responsible for assessing and collecting revenue (Republic of Uganda 1991). Governed 
by a board of directors that reports to the Minister of Finance, it has considerable independence in its day-
to-day operations as the national agency for enforcing taxation laws, assessments, collection, and 
accounting of revenues (Republic of Uganda 1991; Uganda Revenue Authority n.d.; Almunia et al. 2015). All 
revenues collected by the Uganda Revenue Authority are transferred to the consolidated fund, with no 
earmarking for the health sector or other specific purposes (Republic of Uganda and United Kingdom 
Department for International Development 2017).  

The central government primarily relies on revenues from a combination of income and consumption 
taxes. Direct taxes levied on personal income or profits are progressive to collect a greater percentage from 
the wealthy. Personal income is taxed through the Pay As You Earn system (known as PAYE) for the 
formally employed, which has three progressive tax brackets of 10%, 20%, and 30%, with exemptions for 
the lowest earners. A value-added tax (VAT) was introduced in 1996 that taxes goods and services at 18%. 
Out of concern for equity, there are VAT exemptions for a variety of essential goods and services, including 
health services and educational materials, and all exports have been zero-rated to be competitive in 
international markets. Since 2000, growth in government tax revenue has been driven by the VAT on goods 
and services followed by taxes on personal income, as shown in Figure 4 below (Uganda MOFPED 2019a). 
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Source: Organization for Economic Co-operation and Development n.d. 

Revenue generation has not kept up with government spending, which has led to increasing annual fiscal 
deficits. Uganda’s tax-to-gross domestic product (GDP) ratio has remained constant at around 12% for the 
last two decades (Almunia et al. 2015). This is significantly lower than the average of 20% in sub-Saharan 
Africa and much lower than the average of 30% in high-income countries. In fiscal year FYY) 2020/21, 
Uganda’s fiscal deficit is projected to reach 10.7% of GDP, and interest payments are projected to reach 
23.5% of domestic revenues. Deficit spending has led to a debt-to-GDP ratio that has risen to a projected 
41% in FY2020/21 (Uganda MOFPED 2021b). A key issue has been the challenge of the Uganda Revenue 
Authority to increase tax compliance to raise revenue; however, they have successfully decreased the cost 
of tax collection by 50% over the last decade (Almunia et al. 2015). 

While LGs have the powers to levy, charge, and collect fees and taxes, they are not allowed to retain 
their revenues. Article 191 of the 1995 Constitution granted revenue generation powers to LGs under 
policy guidance from the Ministry of Finance, Planning, and Economic Development (MOFPED), and the 
1997 Local Government Act stipulated how revenues were to be shared by LGs with other levels of the 
decentralized government system (The Republic of Uganda 1995; The Republic of Uganda 1997; Tidemand 
et al. 2017). However, under the Treasury Single Account (TSA) arrangement, the GOU requires all locally 
generated revenues to be remitted to the central level’s consolidated fund (Uganda MOFPED 2018). Locally 
generated revenue by LGs comes from a wide variety of fees collected from local markets, property taxes, 
trading licenses, parking, registration of births, marriages, deaths, royalties on electricity generation, 

Figure 4. Per capita tax collection trends, 2000-2018 
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mineral exploration, and mining; and various fines (Tidemand et al. 2017). It also includes revenue 
generated by private wings established within public hospitals. There have been increasing challenges in 
coordinating these LG revenue sources, which vary across districts and municipalities, and their overlap 
with revenue being collected by the central government (Uganda MOFPED 2019a).  

The primary sources of LG revenue for operations and service delivery are conditional, unconditional, 
and equalization grants provided by the central government through the intergovernmental fiscal 
transfer system. The national government provides LGs with three types of conditional grants for each 
service sector that include wages, operations (NWR), and infrastructure development. Unconditional grants 
to LGs are provided to run decentralized services, and equalization grants are meant to subsidize least 
developed districts. Over the last two decades, LG revenue from domestic sources has seen little nominal 
growth but experienced a significant decline in real value due to inflation (Uganda MOFPED 2020). 
Conditional grants make up the largest share of LG funding, totaling 81% in the FY 2019/20 approved 
government budget. Unconditional grants were only 15% of the total, while equalization grants were less 
than 5% (Republic of Uganda 2020).  

Following decentralization in the late 1990s, LGs became increasingly reliant on a complex system of 
central government conditional grants to finance service delivery. As an approach to move service 
delivery closer and be more responsive to the people, the 1995 Constitution and the 1997 Local 
Government Act empowered LGs to budget and manage service delivery using local generated revenues 
and grants from the central government (Uganda MOFPED 2020). However, strong support from the 
Heavily Indebted Poor Countries Initiative (HIPC)2 and the donor-supported Poverty Action Fund3 
channeled significant on-budget resources to the GOU (World Bank 2017; Uganda MOFPED 2017a). Aligned 
interests of the MOFPED and donors to demonstrate the impact of these funding sources on service 
delivery led to increased use of conditional grants to finance priorities and pursue sector-wide goals. By 
2007, 75% of central government transfers to LGs were conditional, and by 2015/16 it was up to 85% and 
had grown from an initial ten types of conditional grants to 56, including the key service sectors of 
education, health, water, and roads (Uganda MOFPED 2020; World Bank 2017). The increased use of 
conditional grants came at the expense of unconditional LG grants. With each conditional grant guided by 
its own guideline, resource allocation formula, and reporting requirements, LGs experienced an 
overwhelming administrative burden focused on fiscal control and accountability that reduced their 
incentives to improve performance (Uganda MOFPED 2017a).  

Soon after decentralization, the GOU recognized the need for reforms in financing LGs and developed the 
Fiscal Decentralization Strategy (FDS). Adopted by the Cabinet in 2002, the strategy set goals to increase 
LG autonomy, widen participation in decision-making, and streamline the fiscal transfer system to increase 
efficiency and effectiveness (Uganda MOFPED 2017a). However, as it was approved, political priorities 
shifted away from basic service provision toward infrastructure development. Total GOU allocations to LGs 
for service delivery during the 2000s were constant nominal amounts, but their real per capita value 
declined due to rapid population growth and inflation. As a result, the FDS was only partially implemented 

 

2 The HIPC Initiative is a joint International Monetary Fund and World Bank initiative launched in 1996 with a comprehensive 
approach to debt reduction to ensure that no poor country faces a debt burden it cannot manage. In total, 37 countries have been 
provided with USD$76 billion in relief (International Monetary Fund 2021). Uganda was the first country to benefits under HIPC 
(World Bank 2006). 

3 Under the HIPC, the International Monetary Fund and the World Bank required countries to track use of resources freed up by 
debt relief and demonstrate that they were used to finance pro-poor programs.  This was done by requiring countries to establish 
Virtual Poverty Funds in their budgets. The Poverty Action Fund was Uganda’s strategy introduced in 1998 to reorient government 
expenditures towards poverty eradication and account for HIPC resource use (World Bank 2006).   
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and marginally successful (World Bank 2017). In 2012, the World Bank and the Local Government Financing 
Committee conducted public expenditure reviews. They found that allocations to LGs were based on a mix 
of historical practices, needs-based formulas, and ad hoc considerations that had created horizontal 
inequities. They also found that the value of unconditional grants had shrunk compared to conditional 
grant financing (World Bank 2017).   

In response, the GOU developed the Intergovernmental Fiscal Transfer Reform Program (IFTRP) that 
reinvigorated the FDS with a four-phase plan aligned with the second National Development Plan. The 
program sought to increase LG autonomy over allocation decisions in response to local needs while aligning 
with national policies and adequacy and equity in financing LG service delivery. It also sought to shift the 
focus away from input-based conditions on LGs towards accountability for their decisions, expenditures, 
and results by using the intergovernmental transfer system to leverage performance and serve as a 
financing instrument for new government policies without causing additional fragmentation or reductions 
in LG autonomy (Uganda MOFPED 2017a). The IFTRP began in 2015/16 and was implemented in four 
phases. 

‒ Phase I consolidated the conditional sector grants so that each sector only had one wage, one 
operation, and one development grant per LG. This reduced the number of conditional grant types 
from 56 in 2014/15 to 23 in 2015/16. 

‒ Phase II was implemented in 2016/17, in which the grant allocation formulas were revised to be 
more straightforward, transparent, equitable, exogenous, and predictable. The Online Transfer 
Information Management System was developed to improve the transparency of grant transfers 
and the use of rules-based allocations formulas. 

‒ Phase III in 2018/19 reformed the accountability frameworks for LGs and created incentives for 
performance. This included an LG performance assessment system that was linked to conditional 
development grants amounts.  

‒ Phase IV will include the development of a fiscal decentralization architecture that balances LG 
autonomy, responsibilities, and accountability with national policy priorities and establishes 
estimates of adequate funding required for LGs to fulfill their service delivery mandates (Uganda 
MOFPED 2017a).  

The IFTRP of the GOU is supported by the Uganda Inter-Governmental Fiscal Transfer (UgIFT) program of 
the MOFPED with the support of the World Bank. UgIFT is a five-year US$787.59 million program that 
started in FY 2016/17 that includes a US$200 million International Development Association credit from the 
World Bank. The program is designed to support the goals of the FDS and the IFTRP by addressing the 
inadequate, inequitable, and poorly managed funding to LGs for health, education, water/environment, 
and agriculture service delivery. The World Bank’s support to the UgIFT is leveraging, through disbursement 
linked indicators, increases to conditional operating and development grants, as well as modifications to 
the resource allocation formulas and their associated guidelines for LGs. The UgIFT has set targets to 
increase LG funding for health by 13.25% by 2021/22. It also aims to improve equity by raising the average 
per capita funding of the 20 least-funded districts as a percentage of the 20 best-funded districts from its 
baseline of 22% to 38% by 2021/22 (Uganda MOFPED 2020; World Bank 2017). 

B U D G E T  D E V E L O P M E N T  

The annual budget is prepared per a well-defined legal framework and has high levels of transparency. 
The President of Uganda, represented by the Minister of Finance, presents an annual budget to Parliament 
as mandated by the 1995 Constitution and the 2015 Public Financial Management Act to plan and manage 
public finances (Republic of Uganda 1995; 2015). The budget is prepared according to a well-defined 
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schedule of stakeholder consultations that culminate in the approval by parliament before the beginning of 
each fiscal year, which starts on July 1st (Uganda MOFPED 2016; 2017b). Included in the annual budget are 
projected revenues, on-budget donor commitments, external borrowing (international and domestic), a 
medium-term expenditure framework (MTEF) with a five-year rolling budget plan that includes indicative 
sector ceilings (Republic of Uganda 2021; Parliament of Uganda 2016). A Public Expenditure Financial 
Accountability assessment in 2016 found that Uganda has very high levels of transparency in its budget 
classification and documentation, including public access to fiscal information (The Republic of Uganda and 
United Kingdom Department for International Development 2017). This includes an extensive repository of 
budget documentation and data, which are published on a website maintained by the MOFPED in 
accordance with Article 156 of the Constitution and the 2015 Public Financial Management Act (Uganda 
MOFPED 2021a; The Republic of Uganda 1995; 2015). 

The national budget is composed of allocations to national and sub-national ministries, agencies, and 
local governments (MALGs). Each MALG in the budget is represented as a ‘vote,’ which is provided with its 
allocation in the national budget and responsibility for administration and reporting of expenditures in 
accordance with their work plan and performance indicators (Republic of Uganda 2021; 2015). For each 
vote, an Accounting Officer is assigned responsibility under a performance contract with the Permanent 
Secretary/Secretary to the Treasury (PS/ST) that holds them personally accountable for administering and 
using the funds within their vote (Uganda MOFPED 2017b). Each vote is allocated funding under economic 
classifications of wages, operations, infrastructure development, and external financing. The annual budget 
approved by parliament is published in three budget books where the first volume includes an allocation to 
national level votes, Volume II details vote allocations to LGs, and Volume III denotes vote allocations to 
public corporations. Within this structure, the budget for the health sector is split among 25 votes at the 
national level and 160 votes of decentralized LGs, as shown in Table 2 (Republic of Uganda 2021). 

 Uganda has recently moved at the national level to a 
program-based budgeting approach. In 2008, Uganda 
switched from input- to output-based budgeting that 
introduced projects with specific objectives under 
individual votes. A computer application called the 
Output-Based Tool was introduced to support budget 
preparation and quarterly reporting; however, it was 
plagued by technical challenges and lacked sufficient 
interoperability with the government’s integrated 
financial management information system (IFMIS) 
(Abewe et al. 2021). The challenges of the output-based 
budgeting approach led the MOFPED to introduce 
performance-based budgeting (PBB) in FY 2017/18, which 
uses many of the same budget structures but has a 
stronger emphasis on the links between program 
objectives, outcomes, indicators, and budget execution in 
line with the relevant sector development and national 
development plans. Under PBB, the overall budget is 
organized into 14 cross-sectoral programs, with health 
included in program seven, which focuses on developing 
human capital. However, the MOFPED practice of 
appropriating, controlling, and reporting on budgets 
based on votes—rather than the PBB programs and 

Vote 
Number Name 

014 Uganda MOH 

107 Uganda AIDS Commission 

114 Uganda Cancer Institute 

115 Uganda Heart Institute 

116 National Medical Stores 

134 Health Service Commission 

151 Uganda Blood Transfusion Services 

161 Mulago Hospital 

162 Butabika Hospital 

163-176 Referral Hospitals  

304 Uganda Virus Research Institute 

501-850 Local governments* 

* Each local government and municipal council have a 
separate vote in the national budget. 

Source: Republic of Uganda 2021 

Table 2: Structure of the Health Sector Budget 
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goals—has resulted in weak links between votes and programs. The PBB approach has also not been fully 
integrated into the budget preparation process for MALGs. Control of the budget expenditures remains at 
the line-item level and is not based on the achievement of objectives and outcomes of programs (Abewe et 
al. 2021). 

The MOFPED leads a consultative, well-planned, and annual budgeting process. As guided by the 1995 
Constitution, the 1997 Local Government Act, the 2001 Budget Act, the 2008 National Audit Act, the 2015 
Public Financial Management Act, and the 2017 Treasury Instructions, the GOU conducts an annual budget 
process led by the MOFPED. Based on a medium-term fiscal framework that is keeping with the national 
development plans, a five-year MTEF is the basis of the annual planning cycle. Before the start of an 
upcoming fiscal year on July 1st, the budget development begins almost a year in advance. It culminates in 
the approval by parliament and the assent of the president of a finalized national budget.  

 

 

Sources: Uganda Ministry of Finance Planning and Economic Development 2017b; 2016; n.d. 

The annual budgeting process starts with the release of MOFPED budget guidance in September for the 
upcoming fiscal year (Figure 5). By September 15th, the MOFPED issues the first budget call circular 
(BCC1), which provides MALGs with indicative planning figures for the coming fiscal year, key policy 
priorities, administrative guidelines, and the budget calendar (Uganda MOFPED 2016; 2017b; 2019b). The 
BCC1 requires MALGs to initiate a process of consultations that lead to the development of Budget 
Framework Papers (BFPs) by each vote, including those at the decentralized LG level. The LG budget 
preparation follows a stepwise process that includes consultative workshops at the regional level with 
representatives from central government officials, LG leaders, and technical and political stakeholders. 
During these workshops, the MOFPED presents sectoral priorities, key policy issues, and indicative planning 
figures (Expert Interviews 2020). The BFPs prepared by the AO at the LG level are approved by District or 
Municipal Councils before being submitted to the PS/ST at the MOFPED by November 15th (Uganda 
MOFPED 2019b; 2017b). 

The MOH provides sector-specific guidance to the annual budgeting process and coordinates budget 
development across health sector votes. Along with the BCC1, the MOH issues the annual ‘Health Sub-
Programme Grant, Budget, and Implementation Guidelines for Local Governments’ that provide details on 
the use and accountability for the health sector conditional grants provided by the central government. 

August-
September

• Development of macro-economic frameworks by MOFPED

• MOFPED issues the first Budget Call Circular

• MOH issues the 'Health Sub-Progamme Grant, Budget, and Implementation Guidelines for 
LGs'

• National budget workshop

October-
December

• Regional consultations for preperation of LG Budget Framework Papers (BFPs)

• Sector wide consultations and preparation of sector BFPs

• Submission of BFPs to MOFPED

• Consolidation of the national BFP and submission to parliament

Figure 5. Summary of the annual budgeting cycle 
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These guidelines articulate relevant health policies and priorities and, using resource allocation formulas, 
disaggregate conditional health grants to LGs down to individual facilities and district/municipal health 
offices (Uganda MOH 2021a). Following regional workshops that provide guidance, district-level budget 
meetings include technical and political representatives from lower-level local governments and relevant 
development partners. In these meetings, health facility managers provide critical inputs to prepare the LG 
level annual work plans, which are presented to the technical planning committee chaired by the CAO, the 
district executive committee, and finally, the full District Council for approval (Expert Interviews 2020). The 
output of these efforts by each LG health office is an annual budget and work plan for health sector 
activities, which the MOH Sector Budget Working Group then aggregates to prepare a sector-wide BFP. 

BFPs developed by MALGs are consolidated into a National BFP for review by parliament before being 
finalized for presidential assent. The BFPs prepared by LGs and Sector Budget Working Groups are all 
submitted to the PS/ST at the MOFPED by November 15th (Uganda MOFPED 2017b). The PS/ST 
consolidates all of the BFPs into the National BFP, which is reviewed and approved by the cabinet before 
being officially submitted to parliament by December 31st. During this initial budget approval phase, there 
are extensive consultations between the Parliamentary Budget Committees and line ministries, resulting in 
the second BCC (BCC2) issuance by February 15th. The BCC2 contains revised and finalized budget ceilings 
for each vote, which have until February 28th to be revised and budgeted accordingly (Uganda MOFPED 
2016). This can be challenging given the short turnaround times and the sometimes-significant budget 
reductions from the indicative planning figures in BCC1, which are prescribed in the BCC2 (The Republic of 
Uganda and United Kingdom Department for International Development 2017). Each AO is required to 
prepare an annual cash flow plan and put forward policy statements that justify their BFP. The PS/ST 
prepares the final draft budget, which must be submitted to parliament by April 1st. Parliamentary budget 
and sector committees review the budget before is it is finally approved by May 31st, along with relevant 
appropriation bills. The president then must assent to the complete set of budget documents before 
starting the new fiscal year on July 1st, as summarized in Figure 6 (The Republic of Uganda 2015; Uganda 

MOFPED 2017b).  

 

Sources: Uganda Ministry of Finance Planning and Economic Development 2017b; 2016; n.d. 

January-

March

• Approval of the national BFP by parliment

• Parliamentary Committee consultations on the BFP

• Issuance of the second Budget Call Circular for final adjustments to budgets and work plans

• Submission by parliment of sector policy statements 

April-

June

• Presentation to parliament of the proposed annual budget

• Approval of annual budget, workplans, and appropriation bills by parliament and the president

• The budget speech and harmonization with East African Community member states

•Annual budget effective by July 1st

Figure 6. Summary of the annual budgeting cycle (continued) 
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P O O L I N G  

All domestic government resources are pooled centrally. The GOU requires that all revenue generated by 
the central government, LGs, and public institutions be transferred to the central consolidated fund of the 
government under its TSA system (Uganda MOFPED 2019b). This includes taxes and non-tax revenues 
collected at both the national and LG level. While some public hospitals maintain private wings, revenue 
generated by these facilities is also remitted to the central consolidated fund for programming through the 
annual budget process. The public health system is financed through the annual allocation of conditional 
grants, channeled through national and LG votes in the overall budget from this central pool of government 
resources. The national budget also includes significant levels of on-budget donor funding for health 
through subventions (detailed below) which coordinate the funding within the larger government resource 
pool (Republic of Uganda 2021). However, most donor funding for health is highly fragmented, with most 
donors channeling resources off-budget through project-based interventions that create stewardship 
challenges for the GOU and the MOH to coordinate resource flows (Uganda MOH and UNICEF 2020). 

There is a minimal pooling of private funds for health. Formal private health insurance is estimated to 
cover just 1% of the population (Uganda MOH 2021). Additionally, there are an estimated 29 community-
based health insurance schemes at the sub-national level that cover less than 0.04% of the population and 
are highly dependent on donor funding (Kakama, Namyalo, and Basaza 2020). Their limited population 
coverage and fragile financial stability prevent them from being an adequate resource pool and risk-sharing 
mechanism within the health sector (Uganda MOH 2020c). 

The MOH developed legislation to introduce a national health insurance scheme (NHIS) that was 
approved by parliament but not assented to by the president. The NHIS has an objective “to develop 
health insurance as a mechanism for financing health care in Uganda” that will “facilitate the provision of 
efficient, equitable, accessible, affordable, and quality health care to all residents ...” (Uganda MOH 2019: 
page 8). The legislation prescribes mandatory enrollment that would primarily start with public and private 
workers in formal employment and gradually extend to those informally employed and the poor over the 
next ten years. Based on the current legislation, the NHIS would provide a benefits package that covers a 
comprehensive list of services that would be mainly financed through member contributions. The formally 
employed will contribute through monthly payroll deductions matched by employer contributions, and the 
informally employed will be required to make annual flat-rate contributions. The NHIS legislation puts 
forward the outlines of a national insurance scheme that, when fully realized, would create both a 
significant revenue-raising for the health sector and a large financial risk pool. It would also introduce 
fundamental changes to the ways in which services are currently purchased in the health sector. 

P U R C H A S I N G  

What Health Services are Purchased 

The MOH Uganda National Minimum Health Care Package (UNMHCP), first established in 1999, defines 
the health services purchased by the GOU. The package includes interventions to address the major causes 
of disease and guide the allocation of public health funding to focus on cost-effective health services. 
Services at the community, primary, and hospital levels of care, are included along with public health 
measures, such as the prevention of both communicable and non-communicable diseases. The package is 
organized into four clusters of services: 1) Health Promotion, Disease Prevention, and Community Health 
Initiatives; 2) Maternal and Child Health Services; 3) Prevention and Control of Communicable Diseases, 
and 4) Prevention and Control of Non-communicable Diseases. The package also serves as the basis for 
clinical service delivery standards in the public sector and efforts to apply standards to private facilities. 
Immediately following its development, it was estimated in 2000 that the cost of delivering the package 
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would be US$28 per capita, a figure updated in 2009 that raised the estimation to US$41.20 per capita 
(Kadowa 2017). However, underfunding of the health system has resulted in many service delivery gaps in 
public facilities, where providers lack the necessary resources from GOU purchasing mechanisms to fully 
deliver the UNMHCP.  

The MOH centrally coordinates the GOU purchase of services. With statutory authority for stewardship of 
the health sector in Uganda, the MOH coordinates a multitude of national and subnational institutions that 
use pooled public funding to purchase health services according to national and ministry level policy. As 
referenced above in Table 2, this includes the national and regional referral hospitals, the national medical 
stores (NMS), the Health Service Commission, direct MOH support to facilities, and a host of national 
institutions which focus on specific clinical support services. The MOH also directly guides LGs in their 
health sector activities through the issuance of the 'Health Sub-Progamme Grant, Budget, and 
Implementation Guidelines for LGs,’ which provide information on health sector conditional grants, 
development of work plans and budgets, their use, and accountability.  

Purchasing of health services by health development partners (HDPs) is done through a wide array of 
multi-lateral, bi-lateral, international, and national non-governmental organizations and includes some 
significant strategic purchasing initiatives. In total, health spending by HDPs in Uganda accounted for an 
estimated 41.2% of (Uganda MOH 2021). Only an estimated 21.4% of this financing by HDPs to the health 
sector is provided on-budget through GOU PFM systems. The current on-budget HDP support mechanisms 
include the GAVI Alliance (formerly the Global Alliance for Vaccines and Immunisation), the Global Fund to 
fight AIDS, Tuberculosis, and Malaria, the World Bank, and the Swedish International Development Agency-
financed Uganda Reproductive, Maternal, and Child Health Improvement Project (URMCHIP), and the 
United States Agency for International Development-supported Enhancing Health in Acholi Sub-Region 
(EHA) project, as detailed below in Table 3.  

With HDP support, the MOH has been testing both output- and input-based strategic purchasing reforms 
in Uganda for over two decades. Strategic purchasing initiatives have mainly focused on demand-side 
voucher mechanisms and supply-side results-based financing (RBF) systems. Through multiple project 
cycles, these efforts have been iterative, building up a base of knowledge and the contextualized 
experience that has demonstrated the efficacy of these approaches in Uganda. Currently, the URMCHIP 
and EHA subventions support the nationwide implementation of RBF that is focused on improving the 
delivery of RMNCAH services through direct facility financing of public and private not-for-profit (PNFP) 
facilities. The RBF funding is a significant revenue stream for facilities that have increased autonomy over 
their use of the funds within their corresponding performance improvement plans. These include the ability 
to provide health care workers additional incentives with up to 40% of the RBF revenue and utilize at least 
60% of the revenue for investments in prioritized facility improvements or running costs, including 
purchasing additional medicines and health supplies.  
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Table 3.  Characteristics of key donor-funded subventions 

 Donor Description 

GAVI Alliance Supports health systems strengthening activities and 
procurement of vaccines and supplies in 135 districts. Funds for 

LG offices are transferred directly from the MOH to LGs. 

GFATM Supports district-based integrated management of malaria, 
facility clinical audits, external quality assurance, and district 
malaria epidemic review and response coordination meetings in 

126 districts. 

URMCHIP Supports RBF of public and PNFP PHC facilities and select referral 
hospitals to deliver RMNCAH services in 131 districts and 40 
municipal health departments to monitor and support quality 
improvement. It also supports RMNCAH service delivery 
strengthening, scale-up of national birth and death registration, 
enhanced institutional capacity, and includes contingency 
emergency response funding for COVID-19. Funds for LG health 
offices and hospitals are transferred to LG accounts, while funds 
for health centers are transferred directly to facility accounts. 

Enhancing Health in Acholi Sub-region 
(EHA) Project 

Supports RBF of public and PNFP facilities and select referral 
hospitals to deliver RMNCAH services in the four districts of the 
Acholic sub-region. Funds for LG health offices and hospitals are 
transferred to LG accounts, while funds for health centers are 
transferred directly to facility accounts. 

Source: Uganda Ministry of Health 2021a 

Responsibility for the purchase of human resources at public health facilities is shared between the 
MOH, the Ministry of Public Service (MOPS), and an independent Health Service Commission (GOU 1995). 
The MOH, in coordination with the MOPS, determines the staffing requirements of civil servants by the 
level of a facility within the public health service delivery structure (diagrammed below in Figure 7). The 
MOH Human Resource Department coordinates the identification of vacancies based on these norms at the 
national and regional referral hospital levels and then seeks clearance from the MOPS to fill vacant 
positions (Matsiko and Kiwanuka 2003). If there is no objection, the MOH declares the vacant posts to the 
Health Service Commission, that in turn conducts recruitment activities to identify candidates, who then 
are directly hired by the MOH. The Health Service Commission is an independent body established by the 
GOU under the 1995 Constitution, with members appointed by the president, who is responsible for 
recruitment, discipline, and removal of those in the public health service.  

There is a process very similar to the national level used by local governments in the purchase of human 
resources for health facilities at the Health Center (HC) II to district hospital levels. At the LG level, the 
health system is managed by a district or municipal health office that works with their respective district 
service commissions to fill vacant positions in coordination with the MOH and MOPS. The GOU also 
recruits, seconds, and finances human resources in some PNFP facilities based on expressed needs 
(Matsiko and Kiwanuka 2003). Gaps in the purchasing systems for human resources for health (e.g., slow 
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recruitment processes, low pay scales, limited applications) have led to significant numbers of vacancies 
and inequitable distribution of health workers that limit the public health system to delivering essential 
services (Namaganda et al. 2015).  

The purchase of essential medicines and health supplies (EMHS) for the public health sector is 
coordinated through the NMS, a statutory corporation under the MOH. The NMS holds responsibility for 
the procurement and distribution of EMHS to public health facilities; they also perform these functions for 
donor-funded procurements by the Global Fund, the United States Agency for International Development, 
and UNICEF. These are primarily for commodities required by vertical programs that support HIV/AIDS, 
malaria, and tuberculosis services. Government purchasing of services from select PNFP facilities includes 
earmarked funding for the purchase of EMHS from the Joint Medical Store (JMS), which similarly provides 
centralized procurement and distribution for non-governmental facilities. 

From and For Whom Health Services are Purchased 

The GOU purchase of health services is primarily through the integrated delivery system of public health 
facilities augmented by purchasing arrangements from select PNFP facilities. Decentralized LGs are 
mandated to manage service delivery which includes networks of PHC level activities and facilities, which 
are organized into a hierarchy as illustrated in Figure 7.  Augmenting the coverage provided by public PHC 
facilities, the MOH coordinates purchasing arrangements with select PNFP facilities that are chosen based 
on criteria included in the annual PHC guidelines. Health services purchased by the GOU are mandated to 
be freely available to all residents of Uganda. Previously, the health system had a cost recovery system that 
included service fees at the point of delivery.  

Figure 7. Structure and capacities of the public health system

 

 Source: Uganda Ministry of Health 2016 
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However, many public hospitals have established private wings, which charge user fees for access to 
faster services, specialists, and amenities such as “hotel” services (MOH Uganda 2010). Resources 
collected in private wings are non-tax revenues that are remitted to the GOU central consolidated fund. 
Facilities that generate this revenue are required to reprogram the money before receiving their revenues 
back from the consolidated fund. The Office of the Auditor General audits the revenue generated by 
private wings annually, and challenges remain in the non-disclosure of income.  

How the GOU Pays for Health Services 

The MOFPED broadly guides purchasing in the health sector through the establishment of PFM systems, 
management of intergovernmental transfers, and setting sectoral and vote budget ceilings of MALGs 
through the annual budgeting process. Based on the MTEF, which includes a rolling five-year projection of 
budget ceilings for the health sector, the MOFPED sets indicative health budget ceilings for each district 
and municipal LG. Additionally, the MOFPED sets indicative budget ceilings for national-level health sector 
agencies with votes in the budget, including the MOH, national institutions, and national and regional 
referral hospitals, as listed above in Table 2.  These indicative health budget ceilings are further 
disaggregated into economic classifications that include wages, operations (also known as non-wage 
recurrent or NWR), and development grants. Presented at the beginning of each annual budgeting cycle, 
these purchasing decisions by the MOFPED circumscribe the range of purchasing decisions available to the 
MOH in how the health sector budget is to be spent (Republic of Uganda 2021; UNICEF 2018). 

The MOH facilitates further purchasing decisions at the LG level by determining facility and health 
department allocations. Based on guidance from the MOFPED for the health sector put forward in the 
MTEF and the BCC1, the MOH issues the annual ‘Sector Grant and Budget Guidelines to Local 
Governments,’ now referred to as the ‘Health Sub-Program Budget, Grants, and Implementation 
Guidelines.’ The guidelines provide details on national policies for the sector, the health sector mandate of 
LGs, an overview of central government grants to LGs, explanations of how grants have been allocated, and 
the requirements that LGs must follow in the development of the plans and budgets (Uganda MOH 2021a). 
This guidance also includes detailed allocations of conditional health sector grants to individual public and 
PNFP primary and secondary facilities (i.e., HCIIs, IIIs, IVs, and district hospitals) that are funded under the 
LG votes in the national budget, as detailed below in Table 4.  The funding to PNFPs is done based on 
memorandums of understanding that stipulate MOH partial financing of operations and EMHS in 
agreement that they limit the service fees to patients for essential services. 

Table 4.  Health sector conditional grants to LGs 

Conditional Grants for Health 

Grant Description Allocation Basis 

Wage conditional grants  

Salaries for all civil servants in the LG 
health office and facilities. Civil servants 
are paid through direct transfers to their 
bank accounts from the National 

Treasury. 

Funds for wages are allocated based 
on the number of civil servants 
working in the district health service 
and against the national civil servant 

pay scale.  



 

                                                                                        
             
          
        25 

 

Operations conditional grants Operations funding for health 
department activities, which include 
supervision, management, and epidemic 
preparedness. Funds are transferred to 
the LG for use by the health office on a 
quarterly basis. 

The resource allocation formula for 
LGs is based on population 
(including refugees) 60%; infant 
mortality 10%; poverty headcount 
20%; and population in hard-to-
reach areas 10%.  

Operations funding for service delivery 
by health centers and general hospitals, 
both government and PNFP, of 
prevention, promotion, curative, 
epidemic preparedness services, and 
their internal supervision and 
management activities. Funds are 
transferred to the individual facility bank 
accounts on a quarterly basis. 

 

Operations grants are allocated to 
Health Centers using the ratios of 
8:4:2 for the public and 4:2:1 for 
PNFP facilities at the HCIV:HCIII:HCII 
levels. Additionally, there are fixed 
amounts for each level facility. A 
maximum of 15% of the operations 
grants for health centers (excluding 
hospitals) are allocated to the LG 
health offices. All operations grants 
for hospitals go directly to hospitals. 

Development conditional 
grants 

Facility upgrades of HCIIs to HCIIIs and 
construction of new HCIIIs in sub-
counties with no facilities. Funds are 
transferred to the LG for use in 
accordance with GOU procurement and 
construction guidelines. 

Population and infrastructure-based 
prioritization criteria have been 

provided for capital allocations. 

Infrastructure maintenance to repair 
health infrastructure and equip existing 
public health facilities. Funds are 
transferred to LGs, who manage a 
standardized procurement process. 

The number of government-owned 
health centers III and IV and 
hospitals (50%), population per GOU 
or private not for profit health 
facility above 22,000 (50%). To 
incentivize health-related Local 
Government Performance, 50% of 
allocations are weighed by squared 
Local Government Performance 

Assessment scores.  

Transitional ad hoc funding based on 
specific MOH guidance to individual LGs 
for development investments.  

Ad hoc 

Sanitation-related activities to reduce 

related morbidity and mortality.  
As per donor guidelines 

Source: Uganda Ministry of Health 2021a 
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Higher-level hospital facilities are overseen by the MOH and receive funds directly from MOFPED through 
global budgets. As part of the annual work planning and budget process, national and regional referral 
hospitals, as well as specialized government service delivery agencies (such as the NMS, the National Blood 
Bank, and the Uganda Cancer Institute), are provided with global budgets that they manage independently. 
The determination of funding levels for high-level hospital facilities is largely based on historical precedent 
and additional funding requests that require specific justification, such as infrastructure improvements or 
expansions, large equipment purchases, and human resources.  

While decentralization reforms over the last few decades have delegated to district and municipal 
governments the authority to purchase health services, their autonomy is significantly limited in practice. 
The 1997 Local Government Act conveys responsibility to subnational authorities to manage publicly 
funded health services by planning, budgeting, and delivering a range of services (Republic of Uganda 
1997). Schedule 2 of the same Act also outlines the function of subnational authorities to regulate, control, 
administer, promote, and license health services. However, given the specificity of MOH purchasing 
guidance in the budgeting and work planning process, these district and municipal health offices have little 
discretion on how or what to purchase. Furthermore, the ongoing creation of districts (34 in 1990 to 135 in 
2020)—as depicted above in Figure 1—has fragmented the health system, limiting the purchasing power of 
these subnational authorities in a context of rapid population growth and declining per capita national 
expenditures on health. 

 
RBF has become a key part of the health system, providing direct financing to public and PNFP contracted 
facilities and District Health Offices. Following nearly two decades of both supply- and demand-side RBF 
initiatives, Uganda has achieved a nationwide scale-up of a supply-side RBF mechanism that directly funds 
PHC facilities and corresponding referral points. Largely under the URMCHIP, financed by the World Bank, 
the Global Financing Facility, and the Swedish International Development Cooperation Agency, the 
mechanism incentivizes 11 RMNCH service delivery indicators positively adjusted by quality assessment 
scores. Oversight relies on extended district health management teams and a national RBF unit based in 
the MOH to monitor service delivery and claims accuracy, resulting in quarterly payments to facilities which 
they can use to augment their conditional grants for operations with increased autonomy to address local 
priorities and incentivize staff (World Bank 2016). With URMCHIP set to be completed by the end of 2022, 
there is an active process to transition the RBF mechanism from its current project status and integrate it 
into the intergovernmental fiscal transfer system as part of conditional grants for operating costs for PHC at 
LGs and health facilities. 

B U D G E T  E X E C U T I O N  

Execution of the national budget is guided by the 1995 Constitution and the 2015 Public Financial 
Management Act, with details provided in the 2017 Treasury Instructions. Following full approval of the 
budget and relevant appropriation acts, the budget estimates are uploaded into the government’s IFMIS, 
which all vote holders use to manage budget execution and reporting tasks. Every quarter, the MOFPED 
and the PS/ST approve funds for MALGs based on their cash flow plans developed during the budgeting 
process establishing quarterly expenditures limits for each vote loaded into the IFMIS. LGs receive their 
funds via a sub-account in the TSA system for their operations accompanied by a ‘release advice’ issued by 
the Performance Budgeting System, which informs the amount of funds to be transferred to each facility 
based on calculations done by the OTIMS using the pre-defined allocation formulas. The LG CAO, or the 
Chief Financial Officer, reviews the release advice for facility transfers and issues a warrant to the MOFPED 
to unlock the funds for facility operations, thereby authorizing the transfer of funds from the TSA to the 
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facility bank accounts. At the end of the year, any funds unspent by MALGs are remitted to the 
consolidated fund (The Republic of Uganda 1995; 2015; Uganda MOFPED 2016; Uganda MOFPED 2017b). 

Virements and supplemental funds to the amounts budgeted for individual votes are possible with 
approval from the MOFPED and, in some cases, parliament. Virements of funds from one budget line to 
another within a given vote are allowed and must be reported in the IFMIS, the PS/SOT notified, and have 
approval from the Minister of Finance. If the virement exceeds 10%, it requires additional approval from 
parliament. Parliament must approve supplementary funding for an MALG vote based on a request from 
the PS/SOT (The Republic of Uganda 2015; Uganda MOFPED 2016; Uganda MOFPED 2017b). 

Budget execution at the vote level is the responsibility of AOs. As stated above, the assigned AO to a vote 
in the national budget is responsible for the financial planning, management, and reporting of public fund 
allocations. AOs are responsible for implementing the 2017 Treasury Instructions and are engaged through 
performance contracts with the MOFPED, which closely monitors adherence to policies and procedures 
(The Republic of Uganda 2015; Uganda MOFPED 2016; Uganda MOFPED 2017b).  

The MOH details procedures for LGs to follow in the budget execution process for health expenditures. 
The annual ‘Health Sector Budget and Grant Guidelines’ provide detailed instructions for LGs to manage 
conditional grants, subventions, procurement processes, medical supplies, and development projects. LG 
health offices do not have the authority to reallocate their budgets across their conditional grants and 
make independent purchasing decisions (Uganda MOH 2021a). The MOFPED, through the annual budget 
process and in consultation with the MOH, determines the amounts of conditional grants to LGs, and the 
budget execution guidelines are narrowly defined with little scope for flexibility (Expert Interviews 2020).  

There are a variety of government transfer systems for the public health system. Salaries of civil servant 
health workers financed through conditional wage grants are managed through a payroll system that 
includes roles decentralized to LGs in 2014. Every month, the human resources department within each LG 
prepares a monthly payroll, which is approved by the CAO and submitted to the MOFPED for processing. 
Once approved, the Bank of Uganda transfers salary payments to individual civil servants’ bank accounts 
(Lwanga, Munyambonera, and Guloba 2018; The Republic of Uganda and United Kingdom Department for 
International Development 2017). Conditional grants of operating funds for LG health offices and facilities 
are processed quarterly, resulting in bank transfers directly to LGs for health offices and the individual 
public and PFNP facilities. Conditional development grants are transferred directly to LGs to be managed by 
health departments based on pre-approved plans and following procurement procedures that include 
national oversight (The Republic of Uganda and United Kingdom Department for International 
Development 2017). 

Public and selected PNFP facilities access EMHS from the NMS and JMS, respectively. The NMS, with 
funding through a vote in the national budget, centrally procures and then distributes EMHS using a 
modified pull system to public health facilities. There is a corresponding JMS that does the same for PNFP 
facility networks. On an annual basis, the NMS allocates individual public facilities with lines of credit that 
they can use to obtain EMHS. Similarly, by policy, conditional operations grants to PNFP facilities are 
matched with allocations for EMHS through credit lines with the JMS (Uganda MOH 2019). Every quarter, 
public and PNFP HCIV and higher-level facilities place orders for needed EMHS from either the NMS or the 
JMS, and lower-level facilities receive standard sets of EMHS. Additionally, facilities can use their revenue 
from the RBF mechanism to purchase additional EMHS as needed (Uganda MOH 2016). 
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R E P O R T I N G ,  O V E R S I G H T ,  A N D  A C C O U N T A B I L I T Y  

At the national level, parliament has a constitutional mandate as elected representatives to monitor and 
approve the expenditure of public funds (Republic of Uganda 1995). Reporting to parliament is the 
cabinet-level Minister of Finance, who is responsible for the supervision, control, and management of 
public finances and providing a full account to parliament on the use of public money from the Uganda 
Consolidated Fund (Republic of Uganda 2003). The Auditor General and the Inspectorate of Government 
(IOG) oversee the use of public funds. The Auditor General is appointed by the president with approval 
from parliament and is responsible for the regular audit of public accounts and conducting value for money 
audits (Republic of Uganda 2003; 1995). The IOG is also appointed by the president with approval from 
parliament with a mandate to promote strict adherence to the rule of law and eliminate corruption and 
abuse by authorities in public office. To fulfill this role, the IOG has broad independence to investigate 
matters they deem most pertinent to their mission and are only responsible to parliament, reporting their 
findings at least once every six months (Republic of Uganda 1995). Additionally, within the MOFPED, an 
Internal Auditor General is responsible for developing internal audit strategies, policies, rules, and 
standards for individual votes and their respective audit committees (Republic of Uganda 2015). 

Responsibility for PFM systems lies within the MOFPED and is divided between key national positions. 
Reporting to and advising the Minister of Finance on economic, budgetary, and financial matters is the 
PS/ST, who is appointed by the president based on a recommendation from the Public Service Commission. 
In addition to coordinating the annual budgeting process, the PS/ST enforces the effective management of 
revenue and expenditures by setting standards for PFM systems and ensuring that internal audit functions 
are appropriate (Republic of Uganda 2003). In executing the budget, the PS/ST manages the Uganda 
Consolidated Fund and reports to the Minister of Finance every three months on its execution (Republic of 
Uganda 2015). Reporting to the PS/ST is the Accountant General, appointed by the Public Service 
Commission and responsible for specifying the PFM systems used by the government. This includes the 
account classification systems, accounting systems, and internal controls. The Accountant Generate 
undertakes regular inspections of budget vote holders and submits quarterly and annual reports to the 
PS/SOT of any problems found within the PFM system. Together, the three key positions of the Minister of 
Finance, the PS/ST, and the Accountant General constitute the Treasury, with the Minister of Finance 
serving as its head (Republic of Uganda 2003; 2015).  

For each vote in the national budget, the PS/ST assigns an AO who is personally responsible for 
monitoring and reporting expenditures by individual government ministries, agencies, and LG votes. The 
AO role is assigned to various public servants at different levels of government that include the relevant 
Permanent Secretary of line ministries, the district CAOs and municipal Town Clerks of decentralized LGs, 
and other relevant directors of agencies with a vote in the national budget. The PS/ST directly assigns AOs 
to each vote, and they are then accountable to parliament for the funds in that ministry, LG, or agency (The 
Republic of Uganda 1995; 2015; Uganda MOFPED 2017b). Each AO signs a performance contract with the 
PS/ST, underlining their responsibilities and personal accountability to ensure that public funds are 
appropriately used. AOs are responsible for authorizing any commitment made under a vote, and they have 
control of the resources they receive into their sub-account within the TSA system. They are required to put 
in place an effective risk management system and internal controls, as well as ensure that internal audit 
functions are implemented (The Republic of Uganda 2015; Uganda MOFPED 20AOs). 

AOs submit their financial reports to the PS/ST (Uganda MOFPED 2017b). Quarterly financial reports 
relevant to their budget vote must be submitted to the PS/ST no later than 15 days after the end of each 
quarter and include expenditures, commitments, cash balances, and projections. Under their performance 
contracts, AOs are assessed every six months, emphasizing their results in line with the PBB arrangements. 
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Failure by the AO to adhere to reporting requirements and timelines can attract sanctions, including the 
possible loss of their appointment as AO and a halting of financial transactions of non-compliant votes (The 
Republic of Uganda 2015; Uganda MOFPED 2017b). 

At the national level, the PS/ST is responsible for generating a variety of budget execution and financial 
reports. Following each quarterly submission by the AOs, the PS/ST submits a consolidated quarterly report 
to the Minister of Finance no later than 30 days after the end of a quarter. The second quarterly report is 
used to carry out a mid-year budget execution review and support requests for revised supplementary 
budgets where needed. The PS/ST also prepares a half-year and annual fiscal performance report 
submitted to the Minister of Finance, which includes an assessment of the budget execution consistency 
with the fiscal policy objectives and any significant differences between the budget and actual 
expenditures. By October 31st, the PS/ST publishes an annual report on the economic and fiscal 
performance of the previous financial year (The Republic of Uganda 2015; Uganda MOFPED 2017b). 

The financial reports generated by the AOs and consolidated by the PS/ST are subject to review and 
audit. After each financial year, the Accountant General prepares and submits to the Auditor General and 
the Minister of Finance the accounts of expenditures against the annual budget. Upon receipt, the Auditor 
General has nine months to audit and certify the accounts prepared by the AOs and the Accountant 
General. During this process, the Auditor General has the power to disallow any amount that was spent 
without proper authority or in cases of negligence or misconduct. Any disallowed expenses are included in 
a report sent to the Speaker of Parliament, who refers it to the appropriate committee of parliament to 
determine remedial actions, which can consist of repayment requirements, discipline, or fines. The Auditor 
General can also make recommendations to the Minister of Finance to improve the management of public 
finances, including revision of any relevant regulations. In addition, the Auditor General conducts value for 
money audits looking at expenditures by MALGs and the performance of AOs, heads of departments, CAOs, 
LG councils, and beyond, resulting in reports that go to parliament and the respective committee therein 
(The Republic of Uganda 2003; Republic of Uganda 2015; Uganda MOFPED 2017b).  

 

D I S C U S S I O N  A N D  C O N C L U S I O N  

Uganda formally embarked on decentralization with constitutional reforms in 1995 that transferred 
responsibility for primary health service delivery to LGs. This case study highlights several notable themes 
of Uganda’s decentralization process, including:  

1. LGs are dependent on revenue generation and allocations from the national government. Under 
initial decentralization efforts, LGs were given the mandate to generate revenue that partially 
financed the delivery of services in combination with central government funding. However, strong 
on-budget support from international donors and a drive by central ministries for results led to the 
increased use of conditional grants provided by the central government. This shift was accelerated 
in 2005 when further reforms dramatically reduced the ability of LGs to raise local revenue. These 
changes to the financing of local services have oriented LGs towards priorities identified by the 
central government and limited their autonomy. The current annual planning and budget process is 
led by the MOFPED, which determines the amount each LG will receive for delivering health 
services. In addition, the MOH coordinates the planning and budgeting process but also provides 
further policy guidance on the services to be delivered, the delivery of medicines and supplies, and 
how health funding is to be managed by national PFM regulations. 
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2. LGs are provided with insufficient resources and have limited autonomy to deliver on their 
mandate to provide PHC services. Following the introduction of the UNMHCP in 1999, at least two 
costing exercises have been completed to estimate the per capita financing necessary to deliver 
public health care services. The initial costing in 2000 estimated a per capita cost of US$28, and an 
updated estimate in 2009 revised the estimate upwards to US$41.20 per capita. The health sector 
has seen relatively stagnant levels of financing from the GOU on a percentage basis. Considering 
rapid population growth, per capita government spending on health has been going down and was 
only US$10.40 per person in the 2018/19 fiscal year (Margini and Jordanwood 2021). With GOU 
funding to LGs through conditional grants for salaries (80%), operations (10%), and infrastructure 
(10%) that are tightly controlled by government PFM regulations and MOH policy, LGs have a 
limited ability to direct resources to specific local needs to achieve their service delivery mandates. 
 

3. The GOU, with support from donors, is continuing to pursue PFM reforms. Recognizing that central 
government funding was inefficient, inequitable, and insufficient for LGs to function and effectively 
deliver services, the GOU set up the IFPFM reform program. Initially established in 2002, it went 
largely unrealized until the World Bank began support to the UgIFT program, which reinvigorated 
the reform agenda. Following a consolidation of what had been an ever-growing number of 
conditional grants—which were administratively burdensome on LGs to manage--the 
standardization of resource allocation formulas, the development of online systems to manage 
transfers, and the introduction of performance and accountability frameworks, the system is 
becoming more manageable and efficient. Current work is underway to establish a fiscal 
decentralization architecture that balances LG autonomy with national policy priorities. A key next 
step will be the political commitment to ensure the adequacy of financing to support LGs service 
delivery that ensures availability, quality, and improved efficacy.   
 

4. Recent large-scale RBF reforms have demonstrated that additional resources, improved 
management by decentralized LGs, and health facility autonomy can improve performance. For 
nearly two decades, the MOH has worked with donors to test and adapt RBF approaches to the 
Ugandan context. This has included both demand- and supply-side schemes such as reproductive 
health vouchers and supply-side RLG of LG health offices and facilities. The current nationwide 
coverage of RBF, supported by donors to improve the delivery of RMNCAH services, has augmented 
the availability of financing for facility operating costs and provided facilities with limited but 
important autonomy in determining how it is spent. This has resulted in improved facility 
performance. The current efforts to integrate the approach of RBF into the GOU intergovernmental 
transfer system have the potential to further improve the delivery of services by decentralized LGs. 
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A N N E X  1 .  L I S T  O F  I N T E R V I E W E D  I N D I V I D U A L S  

This annex contains a list of individuals interviewed by the author between August 5th and October 21st, 
2020. For each interview, a semi-structured questionnaire was prepared based on the subject’s expertise 
and information gaps following the desk review. 

 

Name Affiliation Interview Date 

Edison Tumusherure (Dr.) DHO Insingiro Tuesday, October 13th, 2020 

Julius Balinda (Dr.) DHO Kyegerwa Thursday, October 22nd, 2020 

Fred Lwasampijja (Dr.) DHO Mityana Thursday, October 22nd, 2020 

Ruth Nassanga (Dr.) DHO Mpigi Thursday October 22nd, 2020 
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A N N E X  2 .  B U D G E T  E X E C U T I O N  R A T E S  

Vote FYame FY 20FY/16 FY 20FY/17 FY 20FY/18 FY 2018/19 

Wage NWR Development Wage NWR Development Wage NWR Development Wage NWR Development 

014 Ministry of Health 105.3% 84.1% 79.9% 67.3% 80.1% 65.3% 79.4% 90.2% 110.2% 75.6% 94.4% 154.9% 

017 Uganda AIDS Commission 93.4% 91.6% 98.0% 85.4% 93.6% 41.1% 92.5% 99.4% 92.2% 97.9% 99.5% 99.8% 

114 Uganda Cancer Institute 97.8% 96.3% 98.5% 97.7% 94.0% 97.1% 66.2% 97.1% 99.9% 100.0% 99.6% 100.0% 

115 Uganda Heart Institute 99.0% 85.8% 96.7% 83.2% 101.8% 100.0% 68.8% 99.1% 100.0% 89.7% 96.5% 95.2% 

116 National Medical Store 100.0% 100.0% 100.0% 0.0% 111.3% 0.0% 0.0% 229.3% 0.0% 100.0% 107.4% 0.0% 

122 KCCA 108.7% 108.4% 99.7% 99.8% 100.7% 99.4% 100.0% 98.2% 98.8% 100.0% 94.5% 97.9% 

134 Health Services Commission 109.0% 105.8% 97.1% 99.2% 99.5% 100.0% 92.0% 96.0% 100.0% 95.8% 98.8% 99.8% 

151 UBTS 103.0% 97.5% 94.6% 78.8% 104.0% 70.9% 91.4% 155.6% 95.4% 99.8% 99.8% 100.0% 

161 Mulago Hospital Complex 101.9% 100.7% 98.8% 84.7% 98.1% 91.2% 85.2% 102.3% 100.0% 83.7% 103.6% 100.0% 

162 Butabika Hospital 94.6% 94.3% 99.8% 86.9% 105.1% 100.0% 89.0% 106.2% 100.0% 94.2% 99.3% 99.9% 

163 Arua Referral Hospital 111.2% 105.3% 94.7% 92.9% 176.5% 99.3% 87.2% 103.2% 100.0% 89.0% 98.1% 99.9% 

164 Fort Portal Referral Hospital 96.4% 90.1% 93.4% 88.5% 87.7% 97.1% 82.4% 94.6% 99.7% 87.1% 73.2% 100.0% 

165 Gulu Referral Hospital 92.4% 86.6% 93.7% 81.3% 118.1% 100.0% 78.6% 137.1% 99.9% 89.2% 111.0% 99.9% 

166 Hoima Referral Hospital 83.4% 79.0% 94.8% 59.3% 100.1% 100.0% 68.7% 93.3% 100.0% 81.3% 99.8% 100.0% 

167 Jinja Referral Hospital 84.5% 84.4% 100.0% 67.6% 102.2% 96.4% 76.8% 135.2% 92.1% 77.8% 106.8% 99.9% 

168 Kabale Referral Hospital 108.2% 125.1% 115.6% 79.9% 113.6% 120.5% 82.6% 99.7% 100.0% 88.5% 108.2% 100.0% 

169 Masaka Referral Hospital 97.8% 91.8% 93.8% 85.6% 105.1% 102.6% 95.6% 98.0% 100.0% 94.0% 99.2% 100.0% 

170 Mbale Referral Hospital 96.1% 85.0% 88.4% 94.4% 187.2% 108.0% 94.5% 108.9% 100.0% 92.3% 100.3% 34.6% 

171 Soroti Referral Hospital 90.7% 93.8% 103.4% 85.4% 97.7% 100.0% 96.7% 137.2% 42.1% 96.6% 108.3% 100.0% 

172 Lira Referral Estimates 109.7% 107.2% 97.6% 83.7% 122.4% 95.1% 87.1% 108.4% 100.0% 86.7% 101.7% 97.8% 

173 Mbarara Referral Hospital 127.3% 106.0% 83.3% 78.6% 105.8% 100.0% 87.7% 110.3% 94.6% 92.3% 101.2% 97.1% 

174 Mubende Referral Hospital 93.4% 91.5% 98.0% 65.1% 120.5% 100.0% 72.2% 101.3% 99.8% 83.7% 97.2% 99.2% 

175 Moroto Referral Hospital 114.4% 88.2% 77.1% 57.2% 113.6% 37.0% 68.8% 92.1% 100.0% 86.8% 100.5% 100.0% 
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Vote FYame FY 20FY/16 FY 20FY/17 FY 20FY/18 FY 2018/19 

Wage NWR Development Wage NWR Development Wage NWR Development Wage NWR Development 

176 Naguru Referral Hospital 91.8% 86.9% 94.7% 73.1% 95.0% 98.9% 76.0% 100.0% 100.0% 94.9% 98.7% 100.0% 

304 UVRI - - - 88.6% 95.2% 0.0% 86.9% 362.0% 100.0% 83.3% 89.8% 76.1% 

501-850 Local Governments 108.2% 100.0% 100.0% 101.70% 97.8% 100% 98.3% 100.7% 100.0% 99.9% 100.0% 100.0% 

Source: The Republic of Uganda, 2019; The Republic of Uganda, 2018; The Republic of Uganda 2017; The Republic of Uganda 2016 


